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EstaEl1shme t of a Joint Board

Dear Ms. Searcy:

Citizens for a Sound Economy Foundation (CSE Foundation)
submits this letter in opposition to the petition submitted by
Consumer Federation of American (CFA) and National Cable
Television Association, Inc. (NCTA).

As a participant in a host of telecommunications policy
debates, CSE Foundation has advocated competition in
communications markets in order to lower price, increase output,
and enhance the quality of service for our 250,000 members and
all consumers. We believe the Commission's Video Dial Tone
Order' is an important step in the right direction. We
therefore urge the Commission to dismiss this latest in a long
line of attempts to delay competition in the cable television
marketplace.

CFA and NCTA assert that the Commission "should hold the
pending video dialtone applications in abeyance and refuse to
accept any additional applications.,,2 Petitioners argue that
"[f]ailure to act will impose a heavy burden on consumers and
undermine competition in the video marketplace. ,,3

As a threshold matter, we are exceedingly curious about the
"competition" petitioners fear that telephone companies will
"undermine." To the best of our knowledge, the cable television

Telephone Company-Cable Television Cross-Ownership Rules,
7 FCC Rcd 5781 (1992).

2 Consumer Federation of American and National Cable
Television Association, Inc., Joint Petition for RUlemaking and
Request for Establishment of a Joint Board, RM -- 8221, April 8,
1993, p. 22 (hereinafter "Petition").

3 Id., pp. 22-23.
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industry is virtually devoid of competition, which has created a
miserable state of affairs for consumers. For those of us who
seek competition, that is why the Commission's Video Dial Tone
Order is such a welcome policy change. 4

competition aside, the petitioners argue that, in

the absence of clear cost accounting standards ••• , New
Jersey Bell proposes to assign to its telephone ratepayers
one hundred percent of the cost of fiber trunks to be
installed in conjunction with its video dialtone service,
arguing that its motive for installing fiber optic cable is
to upgrade telephone service. 5

To support this contention, petitioners cite to the Florham
application, which states that "New Jersey Bell will replace the
copper-based portion of [its telephone exchange in the relevant
area] from its central offices to the curb with fiber optic
facilities in order to provide telephone exchange and exchange
access service in the service area.,,6 Petitioners interpret
this passage to mean that, since the fiber optic facilities will
be used to provide both telephone service and video dial tone
service, telephone ratepayers will pay for the video dial tone
service.

Apparently petitioners failed to read the entire New Jersey
Bell application. The company subsequently states that

[t]o ensure that the costs of providing video dial tone
service are not borne by customers of other common carrier
services, New Jersey Bell will directly assign to its video

4 Perhaps the petitioners reference to the "video
marketplace" includes a broader market that includes broadcast
television. If that is the case, then the petitioners' arguments
are irrelevant to competition in the cable marketplace, the
SUbject of proceedings under the Video Dial Tone Order.

Petition, p. 9 (emphasis and citation omitted).

6 In the Matter of the Application of New Jersey Bell
Telephone Company for authority pursuant to section 214 of the
Communications Act of 1934, as amended, to construct, operate,
own, and maintain, advanced fiber optic facilities and equipment
to provide video dial tone service within a geographically
defined area in the municipalities of Florham Park Borough,
Madison Borough, and Chatham Borough, New Jersey, November 16,
1992, p. 5.
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dial tone service the incremental investments and services
that it incurs to provide this service. 7

Thus, as New Jersey Bell makes quite clear, the company will
segregate the costs of its video dial tone service from its basic
telephone service. As a result, telephone ratepayers will not
pay the costs of New Jersey Bell's video dial tone operations.
Either video dial tone customers or New Jersey Bell shareholders
will bear that cost.

To give the petitioners their due, perhaps they were under
the impression that it is somehow improper for New Jersey Bell to
replace copper telephone plant with fiber optic facilities. If
that is the case, petitioners are, once again, wrong.

In earlier proceedings based upon New Jersey Bell's Dover
application, members of the cable community challenged the
justification for fiber deploYment. New Jersey Bell responded:

The overall upgrade of New Jersey Bell's network already has
been the SUbject of exhaustive regulatory review and
approval by the New Jersey Board of Regulatory
Commissioners .... Through weeks of pUblic and evidentiary
hearings, the New Jersey Board reviewed all aspects of New
Jersey Bell's plan for accelerated deploYment of advanced

7 Id., p. 9. See also, In the Matter of the Application
of: New Jersey Bell Telephone Company for authority pursuant to
section 213 of the Communications Act of 1934, as amended, to
construct, operate, own, and maintain, advanced fiber optic
facilities and equipment to provide video dial tone service
within a geographically defined area in Dover Township, Ocean
county, New Jersey, February 4, 1993, p. 7 ("New Jersey Bell has
provided detailed estimates of the direct incremental costs it
will incur to add a video dial tone capability to the upgraded
network it will deploy in Dover, as well as the revenues it
expects to earn from video dial tone services.") (citations
omitted); Id., p. 9 ("Contrary to the claims of the petitioners,
New Jersey Bell's application also provides adequate information
on the costs that will be incurred to add a video vial tone
capability to the Dover System.") (citations omitted); Id., p. 14
("New Jersey Bell proposes to supplement the Commission's
existing safeguards by separately accounting for the direct
incremental costs it incurs to add a video dial tone capability
to the upgraded system it will deploy in Dover, and by directly
assigning these costs to its video dial tone service. This
separate accounting will ensure that the direct costs of adding
this capability are recovered from the incremental revenues
obtained from video dial tone, and that New Jersey Bell's other
regulated services do not bear the direct costs of providing
video dial tone.") (citations omitted).
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technologies, including the economic justification for the
plan. 8

In short, the issue of whether New Jersey Bell may deploy
fiber facilities as described in the Dover and Florham
applications has already been decided by the appropriate New
Jersey officials. Petitioners have failed to offer any evidence
that that proceeding was improper or wrongly decided. Even if
they did offer such evidence, of course, the Commission is not
the proper forum for considering appeals of state regulatory
matters.

Finally, petitioners make much of the inadequacy of existing
cost accounting rules to deal with video dial tone service. 9 We
believe the Commission adequately dealt with that issue in the
Video Dial Tone Order. Indeed, we suggest that the Commission
would be unable to create a set of safeguards strin~ent enough to
satisfy petitioners, so the effort would be wasted. In any
event, since New Jersey public officials, like the Commission,
have concluded that the state can deal with theoretical
anticompetitive conduct, it is time to proceed.

Clearly CFA's and NCTA's petition fails to provide evidence
that would compel the Commission to grant the remedies
petitioners seek. Indeed, the petition offers as evidence a
pastiche of out-of-context citations to support a policy that
would protect entrenched cable monopolists from competition. We
therefore urge the Commission to dismiss the petition and proceed
with all due speed with its plan to create competition in the
cable television marketplace.

8 Id., p. 13.

9 Petition, pp. 14-17.

10 During CSE Foundation's participation in
telecommunications pOlicy debates, we have repeatedly heard that
no set of safeguards can protect consumers and competitors from
inherently powerful telephone companies. At the same time, we
have observed telephone company competition prove beneficial in a
host of competitive markets. Those elusive bugaboos -­
monopolization and soaring telephone rates -- never seem to
materialize in the manner suggested by petitioners and their
kind.


